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EXECUTI VE SUMVARY

Republ i ¢ of Panana

Mnistry of Public Wrks (MOP) through the program
executing unit.

| DB: US$156 nillion (OQ
Local counterpart: US$ 67 million

Tot al : US$223 nmillion
Anortization period: 20 years

Di sbur senent peri od: 3 years

Interest rate: vari abl e

I nspecti on and supervision: 1%

Credit fee: 0. 75%

Currency: Single Currency Facility

U S dollars

The objectives of the programare to: (i) strengthen
MOP's capacity to formulate policies, and to plan,
adm ni ster, and supervise the execution of the works
under contract; ii) rehabilitate and inprove rural
roads, including the replacenment and repair of
bridges, and inprovenment of rainwater drainage in
several provinces of the country; and (iii) expand
t he coverage of routine system nai nt enance.

Subprogram 1: Techni cal assistance to supplenment
MOP's institutional strengthening efforts. I ncl udes
activities to: (i) increase capacity to nanage and
operate the highway sector; (ii) strengthen capacity
for est abl i shi ng priorities and formul ating
strategies; (iii) strengthen capacity for contract
supervision; and (iv) increase the efficiency of
resources allocated to mai ntenance of the system

Subprogram 11 : Wrks to rehabilitate 1,260 km of
secondary and |local roads, replace 30 bridges and
perform drainage works at seven specific sites.
Roads were selected for the program on the basis of
broad geographical distribution, the |location of
agricul tural production centers, and communities with
mar ket access needs, predom nently conposed of
persons native to the service areas of these
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ENVI RONMENTAL
REVI EW

BENEFI TS:

Rl SKS:

pr oj ects.

The provinces of Darién, San Blas, and Bocas del
Toro, where the indigenous communities reside and
where there are large forest reserves, are not
included in the program The inpact on indigenous

conmunities is nil, and the presence of indigenous
groups or ethnic comunities has not been detected in
the project areas. Population resettlenment will not

be necessary.

The works are not expected to alter any site that has
not already been developed in the past. The regions
selected for road rehabilitation are conprised of
farmand that in nmobst cases has been served by roads
for nore than 20 years.

The relatively limted environnental i mpai r ment
expected during the construction phase is as foll ows:
(i) air quality, dust, and emssions from the
burning of fossil fuels; (ii) soil erosion in very
limted areas; (iii) highly localized pollution from
asphalt and hydrocarbons; and (iv) no direct inpact

on flora and fauna in the forest areas. Vari ous
options to mtigate these effects have been provided
for. The cost of rehabilitation and inprovenent

takes into account the financing necessary to take
environmental mtigation measures according to the
estimates of the environmental managenent pl ans
( PAMAS) .

The environnment and social inpact report (ESIR) was
approved by the CESI on My 29, 1998. The
envi ronmental inpact assessnents (ElAs), the PAMAs
for works whose bidding process has already begun,
and the ESIR for the Program have been nade avail abl e
to the public for review at the regional offices of
the Instituto Nacional de |os Recursos Naturales
Renovabl es [Natural Institute of Renewable Natural
Resour ces] (1 NRENARE).

Reduce transportation costs and integrate the econony
and the rural population with the rest of the country
by providing better access to basic services and
markets for inputs and products. Execution of the
programwi ||l reduce the execution period of the works
and inprove the availability and reliability of the
hi ghway system

The main risks of the program pertain to the
possibility that the resources allocated to the
hi ghway sector may encounter conpeting clainms for
public sector spending, and in particular for the
soci al sectors. In view of the nature of the program
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and its inmportance for the rural sector, this is a
m nor  risk, and the government has allocated
resources from the developnment trust fund to mnake
financing for the highway sector viable.

The proposed operation is consistent wth the
strategies of t he country and t he Bank.
Strengthening and nodernization of the State's
institutional capacity in the highway sector, and the
rehabilitation and devel opment of rural roads wll
help to pronote economic activity in rural areas,
reduce the tax burden, and pronmote nore efficient

sector spending. The operation conplenents Bank -
supported programs  for econom ¢ openness and
i ntegration, privati zation, macr oeconom ¢ and

financial strengthening, and reform of the country's
i ncentive structure and m croeconom c franmeworKk.

The applicable Bank policies wll apply to the
procurenment of goods, works, and consulting services
to be financed wth program resources. When

resources from the Bank financing are used, the
threshold amounts beyond which procurenents under
this program nmnust be conducted by internationa
conpetitive bidding are: US$350, 000 for goods;
US$4 mllion for works; and US$200,000 for consulting
servi ces.

To accel erate the execution of works included in the
first Program contract (see "Special Contractua

Conditions, Il of this Summary), the Governnment has
request ed the Bank' s non- obj ecti on to t he
continuation of admnistrative support from the
United Nations Devel opment Program (UNDP), which has
been provided in connection with contracting for the
first group of works under the Program (paragraph
3.23). In the case of the second contract (see
"Special Contractual Conditions, Il of this Summary),

when the amounts concerned are less than those
specified in the first paragraph of this section, and
in the case of procedural requirenents not included
in the Bank's rules (Annexes B and C of the contract

for this | oan), sinmplified pr ocedures under
Panamani an legislation ? which are conpatible wth
Bank procedures ? will be applied.

See informati on on works procurenent above.

It is proposed that the |east-cost selection nethod
be used in recruiting consulting services. Under
this method, a "m nimumtechnically acceptable" |eve

is established for evaluation of the technical
proposal s (paragraph 3.25).
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POVERTY AND SCCI AL
PCLI CY CRI TERI A:

SPECI AL
CONTRACTUAL
CONDI TI ONS

In accordance with the Ei ghth Repl eni shment docunent
(AB-1704), it has been determ ned that the proposed
program does not have the characteristics of a
poverty-targeted program ? neither geographically nor
in terns of its  beneficiaries ? and 1is not
specifically targeted to the participation of wonen.

Nonet hel ess, based on avail able information collected
for the analysis of the project benefits, |ow-incone
groups are expected to receive approximtely 15% of
t he econom ¢ benefits resul ting from r oad
rehabilitation under the Program It is also
estimated that 10% to 15% of the total cost of the
wor ks coul d be perforned under contract by small and
medi um si zed enterpri ses, especial ly for t he
surveyi ng, haul i ng, and hi ghway mai nt enance
activities (paragraph 2.8).

I. Establishment of the project executing unit
(paragraph 3.2) will be a condition precedent to the
first disburserent of the Bank financing. In
addition, the conditions necessary for execution

monitoring (paragraph 3.3 and 3.27, and 3.28), and
eval uation (paragraph 3.29) of the projects wll be
set forth in the |oan contract.

Il. Taking into account the goals of Panama's
macr oeconom ¢ policy, and in particular those rel ated
to the country's foreign debt, the contractual
arrangenents for the financing referred to in this
docunment wll consist, at the request of the
Government of Panama, of two separate contracts: one
contract for up to US$85 mllion to be signed this
year, and a second contract to be signed in the first
quarter of 1999 for wup to US$70 mllion (see
par agraphs 3.4 and 3.5).



